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Fifteen years ago I wrote a
newspaper column titled “
Why
E conom ists D on ’
t G et Invited
Back to Parties.”It was tongue

ABOUT THE BUREAU OF BUSINESS
AND ECONOMIC RESEARCH
The Bureau o f Business and Econom ic Research
has been providing information about Montana’
s
state and local economies for more than 50 years.
Housed on .die campus o f the University o£ ,
Montana-MissOula, the Bureau is the research and
public service branch o f the School o f Business
Administration. O n an> ongoing basis, the Bureau
analyzes local, state, and national economies;
provides annual income, employment, and population
forecasts; conducts extensive research on forest
product^, ’
manufacturing, health care, and Montana
Kids Count; designs and conducts comprehensive
survey research at its on-site call center; presents
annual econom ic outlook seminars in cities
throughout Montana; and publishes the award
winning Montana Business Quarterly.

in cheek, o f course, but there
was a serious message that
bears repeating today. Our
profession often shines a light
on issues, trends, and policies
that aren’
t always pleasant ones
to face up to. We didn’
t get the
nickname “the dismal science”
almost two centuries ago by
accident, after all.
The Bureau o f Business and Econom ic Research has never
shied away from delving into the econom ic issues that matter for
Montana, whether they cast things in a positive light or not. Our
goal is to bring about better decisions for Montana households,
businesses, and governments by presenting them with the
information and analysis that they need. This issue o f the MBQ
carries on that tradition by squarely confronting an issue that
provokes strong opinions on all sides —property taxes.
Our state’
s oldest tax is also perhaps the least well understood.
And som e o f the laws enacted in the last two decades have
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not aided that understanding. So it is important to hear how
the tax has evolved across our state and what issues will loom
prominently in the years ahead. Montana State University’
s D oug
Young and Montana Department o f Revenue Director Mike
Kadas are uniquely well-qualified to d o just that, and we hope
you find their insights and analyses useful and enlightening.
As these words are written, w e’
re finishing our preparations
for the 40th Montana Econom ic Outlook Seminars to be held
around the state this winter. There certainly are a lot o f “moving
parts”in this year’
s forecast. We’
re proud to begin a fourth
decade presenting this program to Montanans across the state.
I’
m looking forward to seeing you at one o f them.

Sincerely,

(A.
Patrick M. Barkey
Director, Bureau o f Business and Econom ic Research

School of Business Administration

To subscribe, go to www.bber.umt.edu/mbq
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Property taxes
actually continue to
provide almost half of tax
revenue to state and local
governments in Montana.
And property taxes in
Montana’
s largest cities
have risen faster than
both inflation and income
growth.”

Property Taxes in Montana’
s Largest Cities
by D ou gla s J. Young

r

Figure 1
Property Tax Mills Levied, Fiscal Year, 2012-13

1 The property tax is the most hated tax in the United
States. Property taxes are more likely to be involved

_JL

in “
tax revolts”than any other tax; Montana citizens’

1986 attempt to freeze property taxes via Initiative 105 is
a prime example. The property tax may also be the least
understood tax, because it involves murky concepts like mill
levies, appraisals (and reappraisals), exemptions, and taxable
value rates.
This article examines property taxes in Montanas largest
urban areas —Billings, Bozeman, Butte, Great Falls, Helena,
Kalispell, and Missoula. Tax rates —also known as mill levies —
are the highest in Missoula and lowest in Bozeman. Mill levies

Source: Montana Taxacion 2012, p 54.

are affected by local government spending and the size o f the
tax base - the amount o f taxable property in a community.

highest at the city level, while Gallatin County’
s levy and

Over the past 20 years, mill levies have risen dramatically,

Bozeman’
s city levy are the lowest. Education levies are close

in large part because o f decisions made by the Montana

to average. Butte, Great Falls, and Missoula also utilize special

Legislature.

district levies to finance Urban Transportation and other
services.

Property Tax Mill Levies

Many communities levy additional miscellaneous taxes

Figure 1 displays the property tax mill levies in the seven
largest cities in Montana. A “
mill”is one one-thousandth

for fire protection, parks, health, water, transportation, and

(1/1,000). Mill levies are multiplied times the taxable value

special improvement districts (SIDs), which provide street

o f property to determine the dollar value o f property taxes.

lighting, sidewalks and curbs, sewers, and storm drains. These

Therefore, higher mill levies result in higher property taxes

taxes appear on property tax bills but are not technically “
mill

on properties o f equal value. Residents o f Missoula pay the

levies.”

highest mill levies, while residents o f Bozeman pay the lowest.

Figure 2 on page 4 summarizes these Miscellaneous Taxes

Missoula’
s mill levies are about 10 percent higher than the

and SIDs on a per-capita basis for fiscal years 2008 and 2013,

average o f the seven cities, while Bozeman’
s are about 13
percent lower.

including taxes levied by cities, counties, and various other
districts. These taxes are highest in Lewis and Clark County
and lowest in Gallatin County. Miscellaneous Taxes and SIDs

Table 1 displays property tax mill levies by use. Missoula’
s

increased an average o f 22 percent in the last five years; Lewis

mill levies are the second highest at the county level and the
Table 1
Mill Levies by Use
C ou n ty

C ity

C ou n ty + C ity

G e n era l

U n iv ersity

S p e c ia l

E d u ca tio n

S y ste m

D istr ic ts

117

175

292

35 3

6

B ozem a n

92

165

257

34 0

6

B u tte

NA

NA

375

335

6

19

735

131

194

32 5

329

6

20

68 0

H elen a

177

159

33 6

381

6

3

726

K a lisp ell

126

187

313

36 8

6

M isso u la

145

241

38 6

35 4

6

20

765

A v era ge

131

187

32 6

351

6

13

693

B illin g s

G re a t F a lls

3

T o ta ls
65 4
603

687

Source: Montana Taxation 2012, p 54.
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Figure 2
Miscellaneous Taxes and SIDs, 2008 and 2013

Source: Montana Taxation 2012 pp. 47-48.

and Clark County had the largest increase and Yellowstone
County the smallest.

A big part o f the answer is tax base. Figure 4 displays the
mill value per person —a measure o f the tax base —for the
large Montana cities. The mill value per person is the number

Why Do Mill Levies Vary Around the State?
There are several reasons mill levies are higher in some

o f dollars per person that is raised by levying one mill. Larger
mill values indicate a larger tax base, so the same amount o f

communities and lower in others. City and county spending

revenue can be raised with a lower mill levy. Conversely, a

may be higher, requiring more taxes to pay for the spending.

lower mill value implies that a higher mill levy is required to

Another possible reason is that the property tax base may be

raise an equal amount o f revenue. Bozeman has the largest

smaller (larger), requiring a higher (lower) mill levy to raise

tax base by this measure and Great Falls the lowest. Thus,

the same amount o f revenue. In addition, local governments

Bozeman can raise a lot o f revenue while levying relatively

may receive more or less in non-property tax revenues like

few mills. Great Falls is in the opposite situation: the low tax

grants or transfers from the state and federal governments.

base requires it to levy higher mills to finance relatively low

This last possibility is beyond the scope o f this study, but

spending.

spending and the tax base are considered below.
Total appropriated funds are a measure o f government
spending. Total appropriated funds include the General

A similar relationship holds at the county level. Total
appropriated funds by Missoula County are the highest
among the large Montana counties —about 28 percent above

Fund and many other funds that cities may utilize, including
Library Fund, Planning Fund, Comprehensive Insurance,
Health Insurance, Public Employee Retirement System
(PERS), Fire Fund, Police Retirement, Bond/Interest, and

Figure 3
Total Appropriated Funds per Person: Cities
3-Year Average, 2011-2013

Miscellaneous other tax-supported funds. Fee-based services
such as water and sewer are not included. Figure 3 displays
total appropriated funds per person for the large cities in
Montana. Three-year averages are used to smooth out yearto-year fluctuations in the data. Missoula’
s appropriated funds
are the second highest among comparable cities, contributing
to higher tax rates. O n the other hand, Bozemans spending
is the highest o f all, while it has the second lowest mill
levies (Table 1, page 3). Similarly, Great Falls has the lowest
spending, but its mill levies are the second highest. What
gives here?
A

Source: Local Government Center, Montana State University.
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Figure 4
Mill Value per Person: Cities
3-Year Averages, 2011-2013

Summarizing this section, city and county mill levies
depend on both government spending and the tax base.
Higher spending contributes to higher mill levies, while a
larger tax base (mill value) allows lower mill levies.

Property Taxes over Two Decades
This section describes how property taxes have changed
over the past two decades. Specifically, we consider whether
mill levies have risen, how mill values have changed, and
whether property taxes have kept up with inflation and
growth in population and income.
Figure 5 displays total mills levied by cities in 1991-93 and
2011-13. Two points are noteworthy. First, Missoula’
s mill
Source: Local Government Center, Montana State University.

levy was the highest among the cities in both the earlier and
later periods. Similarly, Helena’
s mill levy was the lowest in

the six-county average —and therefore are one reason that

both periods. In other words, relatively high or low mill levies

Missoula County’
s mill levy is the second highest. Total

are not new. Second, mill levies have increased a great deal in

appropriated funds are the lowest in Cascade County, but the

all o f these cities. Mill levies doubled in Billings, Great Falls,

mill levy is average. Why doesn’
t low spending in Cascade

and Helena. Bozeman had the lowest percentage increase:

County translate into a low mill levy? Again, the answer is the

39 percent.

tax base.

One reason that mill levies have increased is that tax bases

Cascade County has the smallest mill value per person, so

have not increased as fast as inflation and population growth.

residents must pay average mill levies just to obtain the lowest

Thus, higher mill levies are required just to maintain the

funding for county services. At the other extreme, the highest

same level o f services. Figure 6 displays the value o f a mill

mill value is in Gallatin County, so residents there enjoy near

per person, adjusted for inflation, for the major cities. For

average spending on county services while paying the lowest

example, one mill levied in Billings in 1991-93 raised an

county mill levies. Missoula County’
s mill value is about 13

average o f $2.26 per person per year, measured in dollars o f

percent below average, so Missoula residents pay higher mill

2013 purchasing power. One mill levied in 2011-13 raised an

levies both because spending is high and because the tax base
is relatively low.

average o f $1.50 per person per year, a decrease o f 34 percent.

Figure 5
Total Mills Levied by Cities, 3-Year Averages

Source: Local Government Center, Montana State University.
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Figure 6

Real Mill Values per Person: Cities: 3-Year Averages

Source: Local Government Center, Montana State University.

All o f the cities suffered declines in the real value o f a mill per

raise the same amount o f revenue in real terms without

person, except Bozeman.

increasing tax rates.
So, with rising mill levies but declining real mill values,

Why did the value o f a mill fail to keep up with population
growth and inflation? The short answer is that the Montana

what happened to real property taxes per person? The answer,

Legislature repeatedly decreased the taxable value o f property

as displayed in Figure 7, is that property taxes rose —by an

- especially residential and commercial property - during

average o f 45 percent. The largest percentage increase was in

the past two decades. These actions were taken to offset the

Helena, from $182 to $325 per person, or 79 percent. The

dramatic rise in property values that occurred during the real

smallest percentage increase was in Kalispell, from $261 to

estate boom o f the 1990s and first half o f the 2000s. If no

$350 per person, or 34 percent. The relative ranking o f the

adjustments had been made, considerable shifting among

cities was almost unchanged: Missoula had the highest real

different types o f property would have occurred. However,

property taxes per person in both the earlier and later periods,

because these actions offset essentially all o f the appreciation

and Great Falls had the lowest.

in market value, local governments could not continue to
Figure 7
Real City Property Taxes per Person, 3-Year Averages

source: Local Government Genter, Montana state University.

6
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Figure 8
City Property Taxes as Percent of Income, 3-Year Averages

Source: Local Government Center, Montana State University.

Another way to present property taxes is as a percentage

may be in the eyes o f the beholder: Although property taxes

o f income, which reflects ability to pay. Personal income is

have declined as a share o f total revenue for state and local

a broad measure, which includes not only wage and salary

governments in Montana, this is mainly because non-tax

income, but also employer-provided benefits such as health

revenues —especially revenue from the federal government

insurance and retirement contributions, self-employment

and fees such as university tuition —have grown more rapidly.

income, capital income (rents, dividends, interest), and

Property taxes actually continue to provide almost half o f

transfer payments such as Social Security benefits. In

tax revenue to state and local governments in Montana. And

recent years, personal income per person has been highest

property taxes in Montanas largest cities have risen faster than

in Yellowstone County ($40,817) and lowest in Missoula

both inflation and income growth.

County ($36,090).
Figure 8 displays property taxes as a percentage o f income.

Higher property taxes do not necessarily imply they are
“
too”high. Although no one enjoys paying property taxes,

City property taxes rose as a percentage o f income in all o f

they are a key element in financing government services. In

the major cities. The largest change was in Helena, where

addition, some mill levies require voter approval at the ballot

property taxes rose from 0.61 percent o f income to 0.80

box. Even levies not requiring voter approval —so-called

percent. Property taxes grew the least in Kalispell, from 0.93

“
permissive”levies —and their associated spending require

percent o f income to 0.96 percent. Similar increases occurred

approval by elected officials who must ultimately answer

at the county level. The largest increase was in Lewis and

to the electorate. At the same time, higher taxes reduce

Clark County (from 0.72 percent o f income to 0.96 percent),

disposable income o f property owners and can adversely affect

and the smallest increase was in Missoula County (from 0.86

residential and business location decisions and job creation.

percent o f income to 0.90 percent).

Thus, whether property taxes are “
too”high depends on a
balancing o f the costs (taxes) and benefits o f the services

Conclusions, Cautions, and Caveats

provided. Q

Almost 30 years ago, Montana voters passed Initiative
105 with the apparent intention o f freezing property taxes
on residential and other property. Proponents o f the measure
seemed to favor fundamental tax reform, arguing that
“
Montana relies too much on property taxes and not enough

DouglasJ. Young is a professor emeritus o feconomics at Montana
State University. This article is drawnfrom a larger studyfinanced by
the Missoula Organization o fRealtors http://www.missoularealestate.
com/2014/10/missoula-organization-ofrealtors/

on other sources o f revenue.”Whether reform has taken place

Montana Business CJuarterly/Winter 2 D I 4

7

Property Tax System Working for all Montanans
by M ik e K adas

T

his past fall, several o f my colleagues at the

approaches, to appraise agricultural, forest, commercial, and

Department o f Revenue and I traveled to 18 different

industrial properties.

cities and towns in Montana to talk about how the

department values property and how reappraisal is likely to

Six-Year Market Value Fluctuation

affect property taxes. The primary purpose o f the road trip

The department will send assessment notices to property

was to help taxpayers understand the property tax system and

owners this summer with the revised values o f their

to help community leaders make informed policy decisions

properties. Over the past six years, most o f the state saw a

as we wrap up the current six-year reappraisal cycle and look

recession-based decline in median home values and then

ahead to the new one that starts January 1, 2015,

recovery. Richland County and neighboring

and ends December 31, 2020.

Bakken oil boom counties were the exception
—never experiencing a drop, only steep growth.

The department revalues —or reappraises |||||

Median home values in Flathead, Gallatin, and

residential, commercial, industrial, agricultural,

Ravalli counties, which saw the steepest increases

and forest properties once every six years. Under

before 2008 and the steepest declines beginning

Montanas Constitution and state law, the

in 2008, are still below 2008 values. Yellowstone

department is tasked with appraising taxable

and Cascade, which had more moderate increases

property and ensuring that property is valued

and recession-based declines, have recovered

uniformly and equally throughout the state for
fair and equitable taxation. Montana is one o f
two states where the state determines the taxable
value o f residential property. In most states,

Mike Kadas, directoi
Montana Department
of Revenue

more rapidly and are above 2008 levels.
The other big change in values happened with
agricultural property, where the increased value

locally elected county assessors d o the job, as they

o f spring wheat is driving a significant increase (40 percent) in

did in Montana before 1972. The states 1972 Constitutional

wheat-growing properties.

Convention gave us the system we have now.

Three Ways to Appraise
The department uses three approaches to valuing property.
They are sales comparison, cost, and income. For sales
comparison, we compile recent sales o f similar properties. We
use the sales approach to value most residential properties.
If we do not have enough property sales, we will use the

These increases and decreases in appraised value d o not
necessarily mean that taxes will be going up or down. Overall,
property taxes statewide will stay relatively the same because
o f statutory budget-capping mechanisms for state, schools,
and local government. Changes in taxes will primarily be the
result o f shifting burdens among different types o f property
and how the Legislature adjusts tax rates and exemptions.

cost approach. The cost approach is where we determine the

If property owners have concerns with their property

replacement cost new for each structure and then subtract

valuations when they receive their assessment notices this

depreciation. The income approach involves calculating the

summer, they should let us know. Property owners have 30

value o f a property by capitalizing the net income from the

days after receipt o f the assessment notice to contact the

property. We use the income method, or a combination o f

department and start the informal review process. Most times.

B

Montana Business Quarterly/Winter 20 14

we can sit down and resolve differences. During the previous

commercial property for property tax purposes. Current law

cycle, the department resolved approximately 90 percent o f

only allows the department to provide property owners with

the informal review requests without the property owner

the limited sales data that was actually used to value their

having to pursue a formal appeal with the county tax appeal

properties —and only if they sign a confidentiality agreement.

board.

What is missing and unavailable to the property owners are
the sales o f property that the department decided not to
use. This could be critical information for property owners,

Next Steps in Montana’s Taxation Process

not only when contesting the department s assessment o f

Once the department determines the market value o f a
property, the tax rate and exemptions that are set by the state

value, but any time they want information in relation to the

Legislature are applied. That results in the taxable value. Local

value o f their property. Thirty-nine states and the District o f

taxing jurisdictions multiply the taxable value by local mill

Columbia allow sales disclosure, making sales prices public

levies to arrive at the tax amount that the county assesses the

information. Montana has kept the public in the dark for too

owner in the property tax bill.

long. Transparency o f sales information will benefit property
owners, real estate agents, buyers, and sellers o f property,
fee appraisers, and financial institutions. The delegates to

Opportunities

the 1972 Constitutional Convention gave us a property

We have a very good property tax system that generates
$1.4 billion a year in revenue for state and local governments.
Like anything, however, the system can be improved. A

tax system that is arguably the best o f any state. A few
adjustments will make it even better for Montana. □

change the department is proposing in our property tax
law is allowing transparency in real estate sales by making
information regarding the sales o f residential and commercial
property public. Disclosure will level the playing field
between property owners and the Department o f Revenue.

Mike Kadas is director o f the Montana Department o f Revenue.
He can be reached at 406-444-1900 or mkadas@mt.gov. For
more information about the 2015 property reappraisal cycle, visit
revenue, mt.gov.

It will allow property owners to have the same information
the department has for valuing an individuals house and

Property Tax in a Nutshell
Market
Value
Department
of Revenue

Taxable
Value
Legislature

Department
of Revenue
Certifies

Calculated
Locally &
Approved by
County
Commission

Billed &
Collected
by County
Treasurer

Source: Montana Department o f Revenue.
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UM Student’
s
Technology
Helps Make Ranching
More Profitable
by S h a n n on F u m iss

Walker Milhoan,
UM student entrepreneur

unning a ranch with vast landscapes and

R

numerous livestock can be complicated, but
.UM student Walker Milhoan has a technology

that he thinks will make ranching more sustainable
and profitable. And his business venture is promising
enough that he was selected as a finalist at Blackstone
LaunchPad s recent D em o Day in New York City.
Milhoan’
s business venture, Ranchlogs, was one o f 20

selected to attend the event where students competed
to win prizes ranging from $10,000 to $25,000 to be
used to further their business development. Paul Gladen,
UM s Blackstone LaunchPad director, nominated
Milhoan to attend the competition, where he progressed
to the final rounds with the top six. The LaunchPad,
an experiential campus program designed to introduce
entrepreneurship as a viable career path, began on the
UM campus in February 2014, and it has advised more
than 100 ventures, including Ranchlogs.
Ranchlogs is an interactive, Web-based software
platform that serves as a livestock inventory and range
management tool that can be used to create custom
ranch maps, track key performance indicators, and
perform analysis within any ranching operation.
□ ntana Business Quarterly/Winter 20 14
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From the Classrooi

In the pitch video that Milhoan produced for

UM Provides Students

D em o Day, he emphasizes that “
healthy, sustainable
rangelands are the backbone o f a ranch’
s profitability.”
As the camera pans across an immense landscape with
cowboys on horseback herding cattle, he narrates
that managing ranchland takes “
grit, passion, and an
astute mind.”As the video zooms in to show cowboys
wrangling with a calf and sprawling pastures being
irrigated, it is apparent that while grit is helpful, there is
a lot to managing these lands.
Software that could help ranchers track cattle and
improve pasture conditions would provide ranchers
with valuable information and allow them to make
better decisions, said Milhoan. “
It would improve their
businesses for a more profitable bottom line.”
And according to U M s Blackstone LaunchPad
director, Milhoan’
s business venture has great potential.
The fact that he made it to the final rounds at the
competition is “
confirmation that we have ideas
in Montana that have national and international
relevance,”said Gladen. “
Even though its an idea
that sounds kind o f Montana-centric, actually it isn’
t
because ranching is an activity that exists across the
world. We have ideas here in Montana that can be
world-class businesses.”

Learning Ranch Management
When Milhoan talks about Ranchlogs, he points out
that it is software “
built by ranchers for ranchers.”And
he knows a bit about ranches. He spent his childhood
visiting his grandfather’
s ranch in Colorado, riding
horses, working cattle, and jumping into piles o f hay.
From 2010-11, he attended Texas Christian University’
s
Ranch Management Program, which he jokingly calls
the Harvard o f ranching. One o f his school projects

Some of the most successful entrepreneurs of all time have been
students and people in their early 20s.
Perhaps one of the most well-known, Mark Zuckerberg, CEO of
Facebook, co-founded the social networking website from his Harvard
dorm room when he was 20. And Bill Gates, former CEO and
chairman of Microsoft, spent hours in the computer lab at Harvard
and started the world’s largest PC software company when he was
20. Larry Page and Sergey Brin developed Google, a corporation with
the mission of organizing the world’s information, as part of a research
project when they were Ph.D. students at Stanford.
O f course, Zuckerberg and Gates went on to develop their
businesses without finishing their degrees, but being in a college
environment helped them build upon their ideas and create hugely
successful enterprises.
These high-profile success stories may be part of the reason
that student entrepreneurship is becoming increasingly popular in
universities. A t any rate, the potential of students as innovators and
entrepreneurs is being widely recognized, and business schools are
doing their best to inspire them.
A t the University of Montana, the School of Business Administration
has a number of classes and programs in place to help students pursue
entrepreneurship as a career path and to take their ideas from the
classroom to the boardroom. One of the classes is taught by Professor
Cameron Lawrence on management information systems. It was
in this class that UM student Walker Milhoan began to figure out a
technological solution to digitizing ranch data and making his business
venture - Ranchlogs - become reality.
W hen Milhoan enrolled in the class, he already had the idea of
Ranchlogs, but wasn’t sure about how to go about it, Lawrence said.
“W e just started talking, and I really encouraged him to pursue the
idea. I did an independent study with him to give him time to work on
his concept.”
As part of Lawrence’s class, students have to create something new
and build prototypes using technology.Then they have to pitch them
before a diverse group of technology experts, investors, and members
of the business community to get feedback on their ideas. “This is
where W alker really took off with it,” he said.“l think those sorts of

involved building a ranch management plan on a

things are really making a difference.”

working ranch. First, he had to learn all o f the intricate

W h a t has emerged over the past several years in UM ’s business
school is an “innovation infrastructure,” Lawrence said. Students can
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to the Boardroom
th a Pathway to Success
gain entrepreneurial experience through a series of programs so they
can “cook their ideas.” Some of the programs include:

Montana A cadem y o f Distinguished Entrepreneurs (MADE).
Comprised of Montana entrepreneurs, business school faculty, angel investors,
investment bankers, and venture capitalists, MADE implements a year-long
educational platform that guides aspiring entrepreneurs as they develop
their business ideas, identify the knowledge and tools needed to build viable
businesses, and network with successful entrepreneurs.

functions o f Excel spreadsheets and file management
systems. Then he compiled and analyzed data about
costs, marketing, health protocol, genetics, market
outlets, and long-range business plans.
“
It was amazingly beneficial for ranchers but
extremely hard to put together,”Milhoan said. “
Typical
ranchers wouldn’
t do this level o f detail. It’
s really timeconsuming and inefficient. It took four months to do
it.”It was then that he started thinking about a way to
customize this process and make it easier.

Entrepreneurship Sem inar Series. Focused on management, legal, and
financing issues that are relevant for most start-up businesses, these seminars
provide students the opportunity to learn entrepreneurship concepts and
skills directly from successful entrepreneurs who teach class sessions and
discuss topics in their areas of expertise.

Business Plan C om petition. Designed to encourage Montana students
to develop their business ideas and learn about entrepreneurship, the business
plan competition is judged and coached by venture capitalists, angel investors,
bankers, and successful entrepreneurs who share their expertise with
students. In 2014, students competed for more than $30,000 in prize money.

UM’
s Blackstone LaunchPad. Created to help students turn their ideas,

Teaming Up with a Big Sandy Ranch
Over the years, Milhoan spent some time as a
helicopter ski guide based out o f Cordova, Alaska. He
also spent a year at Montana State University studying
snow science and skiing the rugged backcountry, all the
while keeping up with the ranching community.
An active member o f the Montana Stockgrowers
Association, Milhoan always has enjoyed talking with
ranchers. At an association meeting, he met Rich Roth,

skills, and passions into real-world businesses and nonprofit organizations,
the LaunchPad offers individualized coaching, ideation, and venture creation
support to students, alumni, faculty, and staff.

Sandy, and they struck up a conversation about the

Montana T echnology Enterprise C en ter (MonTec). Established

future o f ranching and how mobile technology could

as a central hub where entrepreneurs and start-up companies can access
the resources they need to become successful, MonTec offers students
opportunities and internships with a community of high-growth enterprises.
New this year, MonTec will provide the business plan competition winner with
a six-month affiliate membership.

increase productivity. Interestingly, the Big Sandy ranch

In addition, UM ’s business school offers a wide range of internships
and certificate programs for students.
These programs and opportunities create a “really cool path for

the vice president o f the IX Ranch Company in Big

had been using software that a family member and
M IT graduate had developed in 1984. Over the 30
years, the ranch has reported a 30 percent increase in
native grasses and an 8 percent decrease in cow costs by
using the software.
Milhoan started to see the possibilities. What if he

students who want to create their own companies,” said Lawrence.

could take the underlying logic and workflow that’
s in

And the programs are not only for business students —all UM

the original software and move it into an environment

students can participate.“ It’s basically bringing the best of what a

that uses modern programming and software as a

liberal arts university has and providing a path for all of the students

service environment?

who have an interest in creating businesses to essentially support
them.”
Walker Milhoan is one of many students who have benefited from
these programs.

In cooperation with the IX Ranch Company,
Milhoan formed Ranchlogs (www.ranchlogs.com),
and he hopes to build on the technology and make it
accessible to ranches o f all sizes.

kk

A movement that is occurring to improve Internet
capabilities in rural areas also will be helpful. While some

If you can get your

average profit margin up,

then you’re going to stay

ranchers have limited cell-phone service and Internet access,
accessibility is getting better across the country, said Gladen.
There is always the question o f whether ranchers in
a traditional industry will choose to adopt technology.

in business. And your

According to Milhoan, many ranchers already are tech-sawy

ranch isn’t going to get

and understand the benefits. And the younger generation,

sold, or subdivided, or

who will be taking over their parents’ranches, have grown

turned into a golf course.”
- Walker Milhoan

up on technology. In fact, the modern rancher is more likely
to have an iPhone than a notebook in his shirt pocket for
keeping records.

Sustainability and Profitability
Finding Inspiration at the UM Business School
While contemplating a technological solution that would

Another aspect that bodes well for Ranchlogs is the
corporate push toward sustainability, said Milhoan.

digitize ranch data, Milhoan met his wife, Whitney, a native

For example, corporations like, say, Walmart and

Montanan, and moved to Missoula in 2011. H e found

McDonald’
s, may soon require that cattle producers provide

his way to the University o f Montana School o f Business

documentation that their ranch is sustainable. Corporations

Administration, where he discussed his ideas with Professor

are concerned about the ecological health o f a ranch and

Cameron Lawrence (see sidebar, pages 12-13). H ie professor

will want to know about grazing rotations, fencing, genetics,

inspired him to enroll in the business school’
s Management

and more. Milhoan believes his technology will make that

Information Systems program to find out if he could come

information easier to track and more efficient. Ranches that

up with a solution. H ow could he take this 5 Vi-inch thick

adopt technology will be more attractive as suppliers and,

ranch management binder and 30-year-old software from the

ultimately, more profitable.

Big Sandy ranch and use technology to modernize the system?
Professor Lawrence provided him with some direction, and
then Milhoan discovered UM s Blackstone LaunchPad, which
would help him further develop his ideas.

“
The first part o f sustainability is profitability,”he said. “
If
you don’
t have profits to reinvest in your ranch, you’
re not
going to be sustainable.”
Ranching has a historical profit margin o f 1 to 4 percent,

Technology is Reshaping Ranching
Technology is changing the way ranchers do business, and
the timing on Milhoan’
s business venture may be perfect,

said Milhoan. “
If you can get your average profit margin up,
then you’
re going to stay in business. And your ranch isn’
t
going to get sold, or subdivided, or turned into a g olf course.”

according to UM s Gladen. “
An important set o f trends is
coming together at a good time to be doing what he’
s doing.”
First is the ability to use mobile technology like smartphones
to access data over the Internet —people do not necessarily
have to be sitting at computers in their offices. They can be
out in the field or out on a ranch, said Gladen. Then, there’
s
the ability to have a platform in the Cloud where users can
rent software over the Web. Next is the new wave o f remote
sensing technology where people can gather data from a

Future Plans
The experience at the New York City competition gave
Milhoan the boost to further develop his venture. “
It was
really great because it shifted my thinking about the concept
and what this could be,”Milhoan said. “
What are the
numbers? H ow ’
s it going to save people money? H ow ’
s it
going to make people money? It opened up a lot o f doors and
a lot o f thinking.”
Q

distance and observe the environment.
“
These technologies will generate a whole new set o f
opportunities in a remote, sparsely populated place like
Montana,”said Gladen.l

l 4

Shannon F um iss is the communications director at U M ’
s Bureau
o f Business and Econom ic Research and the editor o f the Montana
Business Quarterly.

Montana Business G
Juarterly/Winter 2D14

Shale Energy Revolution
Benefits Manufacturers
by P a u l E. P o lzin
anufacturing has helped lift the U.S. economy
out o f the Great Recession and is experiencing a
resurgence throughout the nation. In Montana,
there are about 3,400 manufacturing firms accounting
for about 18 percent o f the states econom ic base. The
new shale energy revolution has been an econom ic boon
to manufacturers, with lower energy costs having a major
impact on the industry. And worldwide trends that caused
manufacturers to move their operations offshore —low
wages in developing countries and lower energy costs —are
beginning to trend the other way. What impact will the
energy revolution and changing worldwide trends have on
U.S. manufacturers?

The Energy Revolution’
s Impact on Manufacturing
The latest advances in geophysics, nanotechnology,
engineering, and production management have led to
the shale energy revolution and a dramatic increase in the
country’
s energy production. There have been significant
increases in the supplies o f natural gas and crude oil from
locations as varied as the mid-Adantic states, the MontanaNorth Dakota border, and traditional supply areas such as
Texas. In Montana and North Dakota, the Bakken oil fields
have brought hundreds o f oil companies, workers, and
investors —and econom ic prosperity to Montana, particularly
the eastern part.

H ie growing supply o f crude oil has recendy led to the

valued raw materials for petrochemical markets. For example,

decrease in the price o f oil and gasoline and has greatly

methane can be converted into ammonia and methanol, both

decreased the country’
s dependence on imports. It is

valuable manufacturing inputs. Ethane can be refined into

uncertain how long the price decline will last, but the

ethylene and then into polyethylene glycol, which is an input

decreased dependence on imports is likely to last for a long

into many products ranging from adhesives to plastics to

time. As recendy as 2005, the U.S. was importing 60 percent

paint. Currently ethylene sells for about $1,000 per ton. This

o f its petroleum. The forecasts are for this figure to drop to 40

price could drop to $300 per ton because o f the increased

percent by 2015.

supply. N ot only could increased supplies o f NGLs reduce
manufacturing costs, but the concentration o f NGLs near
Natural gas is different than oil. The dramatic increase in
.
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the source or the natural gas could lead to new petrochemical
natural gas supplies has resulted in long-term price declines.
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2008. The current price is about $3 per M CF and is projected
to rise to only $6 per m c f over the next decade.

increased Demand for Products

While lower prices may be cause for concern for some,

Another benefit o f the energy revolution is that

manufacturers are big users o f energy and will reap the

manufacturing firms producing drilling and other specialized

benefits o f lower energy costs.

equipment will see increases in the demand for their products.

Reduced Energy Costs for Manufacturers

and specialized equipment. Firms that manufacture items

Shale-energy extraction requires sizable amounts o f large
Manufacturers purchase large quantities o f natural gas to

such as drilling equipment, fabricated pipe and pipe fittings,

be used as an energy source. The decreased price o f natural

and a plethora o f measuring instruments and meters used to

gas will directly translate into lower costs for manufacturers.

guide sophisticated drill bits into the shale deposits will be in

The U.S. Energy Information Administration reports that

demand. Companies that can do modifications for specialized

about 31 percent o f the country’
s natural gas consumption

trucks also will see an increase in business. These trucks are

in 2012 was by the industrial sector, which is dominated

needed to bring water and other material to well sites and

by manufacturing but includes several other industries. The

carry the crude oil to collecting stations,

agency identifies a number o f energy-intensive manufacturing
industries. Together, they account for nearly 40 percent o f the

W o r ld w id e TVGIldS A f f e c t in g M d n ilfd C tlirin g

total value o f shipments in manufacturing. The five largest

While the energy revolution will lower manufacturers’

manufacturing consumers o f natural gas are: petroleum

energy costs and increase demand for specialized equipment,

refining; chemical manufacturing; paper manufacturing; food

there are a number o f other worldwide trends that will give

manufacturing; and iron and steel manufacturing.

manufacturing a boost.

U e availability o f cheap natural gas also will reduce other

R|s|ng Forejgn Wages Past offshore manufacmring moves

costs for manufacturers. Natural gas is increasingly being used
°
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°
to generate electricity, both because o f its decline in price
&
1
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and its reduced emissions relative to coal. In 2012, electricity
/
generation was the largest single use o f natural gas, accounting
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for nearly 40 percent o f total gas consumption. Manufacturers
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purchase large quantities o f electricity. The increased amount
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o f natural gas available due to shale technology means that
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electricity prices will increase more slowly.
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issues associated with offshore production.

to the use o f natural gas for generating electricity, lower
costs o f natural gas by-products also benefit manufacturers.
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decreasing and providing less of an incentive to put up with
,
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. .
lower productivity, higher transportation costs, and other
This situation is illustrated in Figure 1, which compares
the growth (but not levels) o f manufacturing wages in the

Before natural gas can be transported efficiendy and sold

U.S., China, and India. Econom ic data from under-developed

commercially, the impurities must be extracted. The by-

nations can be out-of-date and incomplete. Nevertheless, the

products are known as natural gas liquids (NGL) and include

trend is obvious. Manufacturing wages in China and India

methane, ethane, propane and butane. NGLs themselves are

doubled or even tripled while the U.S. increase was roughly
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Figure 1

countries with large manufacturing sectors. This improves

Manufacturing Wages, China, India, and U.S. (2002=1.00)

the attractiveness o f the U.S., with its relatively lower and more

3.5j—

stable energy costs.
------China

As shown in Table 1, natural gas prices in developed
countries were clustered together in a narrow range o f $6
per M CF to $8 per M C F as recently as 2007. By 2012,
the U.S. price dropped to roughly $3 per M C F while
the prices in the other countries rose 30 percent to more
than 100 percent. Even allowing for the 2012 U.S. price
being artificially low, significant cost differences am ong the

0.5|

developed countries exist.
Much the same disparity is emerging in electricity. As
shown in Table 2, there already are significant differences

0.0'— --- --- --- --- --- —

between the U.S. and several European countries’electricity

‘
02 ‘
03 ‘
04 ‘
05 ‘
06 *07 ‘
08 ‘
09 ‘
10 ‘
11 ‘
12

Source: U.S. Bureau o f Labor Statistics.

prices. In the future, the U.S. will benefit from low-cost shale

Table 1
1 C ou n try
2007
Natural Gas Prices ($/million BTU), 2007 and 2012
U.S.

2012

natural gas while the other countries will have to rely on
much more expensive fuel sources.

6.95

2.76

Japan

7.73

16.75

Stable/Falling Commodity Prices. Manufacturing is the

G erm an y

8.03

11.03

process o f turning raw materials into products. Therefore,

U.K.

6.01

9.46

Source: BP Statistical Review.

firms. The past decade and a half have been a roller coaster
for com m odity prices. The upswings have been fueled by the

Table 2

double-digit growth in China and other developing countries

2012 Electricity Prices (U.S. Cents/KWH)

and the declines have been caused by the Great Recession.
As shown in Figure 2, starting in 2009, comm odity prices

C ou n try
U.S.

the prices o f commodities are crucial to manufacturing

resumed their upward trend as the recession impacts waned.

____________________________________________________ 8.89

More recently, econom ic growth in developing countries,
particularly China, has moderated. Com m odity prices are
down somewhat from their post-recession highs and have
G erm an y

15.15

U.K.

12.45

been relatively stable during 2012 and 2013.

Conclusion

Source: www.statista.com.

Manufacturers are benefiting from lower energy prices
and worldwide trends in manufacturing. Part o f this boost

Figure 2

is fueled by lower energy costs in the U.S. due to the new

Selected Commodity Prices (1/7/2009=1.00)

American energy revolution. While it is unknown how long
lower oil prices will last, cheaper natural gas prices will be
with us for a long time. The attractiveness o f off-shoring
manufacturing is also losing its luster. Stable or falling

0.4

worldwide comm odity prices have reduced the costs o f inputs
into the manufacturing process, and rising energy and labor
costs in foreign countries have placed the U.S. in a more

0 . 21—
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Source: International Monetary Fund.

30 percent. Differential growth o f this magnitude quickly

competitive environment. This combination o f lower energy
prices and worldwide manufacturing changes should serve
manufacturers well over the com ing years.□

erodes relative wage advantages.
Rising Energy Prices in Other Developed Countries. Emphasis

Paul E. Polzin is director emeritus at UMs Bureau o f Business
and Economic Research.

on expensive alternative energy sources, concerns about
nuclear power, and reluctance to develop shale resources
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Resident and nonresident snowmobilers buy about 4.3

ur most recent research suggests that about
8 percent o f the state s households include
snowmobile recreationists. Nearly always,'the whole

million gallons o f gasoline per season. With a base tax o f
$0.27 per gallon, we.estimate that snowmobilers in Montana

family participates. With an average household size o f about

generate more than $1.2 million in revenue for the Highway

2.5, perhaps as many as 100,000 Montanans participate in

Trust Fund.

the sport each winter.
Virtually all winter visitors to Yellowstone, for instance, use
snowmobiles. This is true in part because the parks internal

Y Access to snowmobiling areas is a concern for Montana
snowmobilers. They also are concerned about a lack o f
personal responsibility affecting access to some areas.

roads are otherwise impassable to vehicles in winter. And
the town o f West Yellowstone has successfully promoted
itself as “
the; Snowmobile Capitol o f the World.”Since
Yellowstone National Park instituted limits to snowmobiling
inside the park about 11 years ago, visitation has dropped.

In short, snowmobiling is a popular, retOTue-generating
winter recreation activity for Montana. It is popular with
a solid share o f households in the state, and popular with
nonresident tourists.
This project was sponsored by Montana StateTarks, which

Snowmobilers still visit the area but have diversified their
snowmobiling areas.
Our estimates suggest that nonresident snowmobilers
spend about $147 per activity day, including food, lodging,
and, often, snowmobile rental costs. Nonresidents accounted
for about 97,000 activity days during the 2013-2014
snowmobile season, spending nearly $14.3 million in

administers the Snowmobile Trails Program. The Snowmobile
Trails Program is funded by fuel taxes and vehicle decal fees
related to snowmobile use. A primary purpose o f this research
is to estimate the amount o f gasoline used by snowmqbile
users. Bureau staff conducted the research, using a two
pronged approach, described below.
1. The BBER contacted 694 households with registered

Montana. That spending supports about 200 winter jobs.
O n average, residents spend much less per activity day than
nonresidents ($56); most o f their out-of-pocket costs are for
gasoline. Resident yearly spending is about $96.3 million,
with more than half spent on gasoline for snowmobiles and
transportation.
IB

snowmobiles by telephone. Threediundred households
completed a computer-assisted telephone interview. Another
200 households were sent a paper questionnaire; 29 were
returned. The mail questionnaires were sent to compare
respondents with listed telephone numbers to those without.
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Although these characteristics may not be representative o f all

conducted in 1997, 2001, 2003 showed little change,

resident snowmobilers, they do reflect a solid sample o f those

so we assumed that this pattern continued, even though

who register their snowmobiles.

other areas o f Montana are experiencing more nonresident

2. Information on nonresident snowmobilers was estimated
in another way. Because o f budget constraints, nonresidents

snowmobiling.
•

Nonresident snowmobilers in Montana travel about

were not interviewed. We assumed that activity and spending

85 miles per activity day —more miles than residents

patterns have not changed since earlier surveys. Litde change

because nonresidents tend to com e for one purpose and

in activities or expenditures was observed among previous

want their moneys worth. This number did not change

surveys conducted in 1997, 2001, 2003, and 2006. Spending

in previous surveys.

data were updated by using U M s Institute o f Travel and

• The average length o f a nonresident snowmobile

Tourism Research expenditure reports for first quarter 2013.

vacation is six days. This number did not change
over all previous iterations o f the survey. There are

Assumptions

indications that more nonresidents are visiting border

We used several basic items from our survey o f Montana

areas, such as Lookout Pass, for day trips.

snowmobile activity to derive statewide impacts. Using
information from AAA Montana, Yellowstone National

Snowmobile Numbers

Park officials, and interviews with resident and nonresident

Snowmobile owners who use their snowmobiles on public

snowmobilers, we assumed the following:
•

lands are required to register with the Montana Department

An average gasoline price o f $3.50 per gallon during

o f Justice, Title and Registration Bureau. Figure 1 shows

the winter o f 2013-2014.

the number o f snowmobiles registered since 1991. Data
are unavailable from 2007 to 2010. Changes in the tiding

• An average fuel consumption o f 12 miles per gallon o f gas.

o f snowmobiles in 2005 resulted in a large increase in the

• A total o f about 14,000 visitors entered the park from

number o f registered snowmobiles in 2006. People with

West Yellowstone between December 2013 and March

unregistered snowmobiles took advantage o f the perpetual

2014. For comparison purposes, only 629 entered from

license for recreational vehicles and trailers. Montanans

■*the north entrance.

owned 56,844 registered snowmobiles in 2013. This is an 81
percent increase in the number o f snowmobiles since 2006,

Resident-only assumptions include:

the last year snowmobile numbers are available. Between

• Residents travel about 36 miles per activity day on their

3,000 and 5,000 snowmobiles are registered each year.

W Bk snowmobiles and spend about $24 for snowmobile fuel.
The following assumptions apply to nonresident
snowmobilers who completed interviews in 2006. Surveys

Figure 1
Number of Registered Snowmobiles, Montana, 1990-2014

S o u rc elro o n ta n a D epartm en t o f Justice, T itle and Registration Bureau.
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only about 2 percent o f resident snowmobiling took place

Activity Days
One measure o f the sports popularity and potential impact
is the number o f “
activity days,”a figure roughly defined by
the estimated number o f snowmobilers and their average
number o f outings per season.
Assuming that participation rates have not changed

in Yellowstone Park, while previous Bureau survey data o f
nonresidents tell us that about 25 percent o f all nonresident
snowmobile activity took place near the park. We use
Yellowstone Park visitation as an anchor for calculations; it is
the only firm number for a dispersed activity. Nonresidents in
previous surveys typically spend one day in the park and the

dramatically since 2006, about 100,000 individuals

rest on trails in the West Yellowstone area. For this study, we

snowmobiled an average o f 12 days during the 2013-2014

adjusted the amount o f nonresident snowmobiling occurring

season, resulting in about 1.2 million activity days.

in West Yellowstone to 20 percent. This adjustment accounts

Nonresident snowmobilers used to flock to West
Yellowstone, an area with world-class facilities and packaged
tours. Results from previous Bureau studies suggest that
more than three-quarters o f nonresidents snowmobiling in

for growing use in other areas o f Montana. Using these
proportions, we arrive at a total o f 97,000 activity days for
nonresident snowmobilers in Montana during the 2013-2014
season. This is about 18 percent lower than in 2005-2006.

Montana spent time in or near West Yellowstone. Nearly half

Most other nonresident snowmobiling activity occurs

o f the nonresident snowmobile permits sold during 2005-

around Lookout Pass where Idaho and Washington residents

2006 were sold by West Yellowstone merchants. Since the

make day-trips, spending little in Montana. Smaller numbers

majority o f snowmobile rental activity also occurs in West

o f nonresident snowmobilers also visit Cooke City, Lincoln,

Yellowstone, there is no indication that this proportion has

and Seeley Lake. Nonresident visits to border areas are shorter

changed. We use this estimate to derive the nonresident

- on average, one day. Montana expenditures o f nonresident

activity days.

border visitors are very small as gasoline is the primary

In 2004, the National Park Service limited snowmobiles in

purchase, and most is purchased in their hometowns.

Yellowstone National Park to 720 per day, all commercially

Thus, combined resident and nonresident snowmobile

guided. These limitations went into effect for the 2004-

activity days amounted to about 1.3 million days during

2005 winter season. The plan was in effect for three winters,

Montanas 2013-2014 season compared to the 1.2 million

allowing snowmobile and snowcoach use through the winter

activity days from the 2005-2006 and 1.4 million activity

o f 2006-2007. Figure 2 shows the precipitous decline in

days estimated for the 2001-2002 snowmobile seasons.

snowmobile visitation to Yellowstone National Park following
the announced limitations. The 2013-2014 plan allowed for

Expenditures

318 commercially guided snowmobiles per day.
About 14,000 visitors with snowmobiles entered
Yellowstone National Park during 2013-2014. O n average,

We estimated snowmobile-related spending for residents
in our survey o f the 2013-2014 season. We were unable to
survey nonresidents for budgetary reasons. We make estimates

Figure 2
Snowmobile Visitation, Yellowstone National Park, 1995-2013

Source: National Park Service.
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o f nonresident snowmobilers from data published by UM ’
s

were about $30 per day. Daily nonresident expenditures in

Institute for Travel and Tourism Research. Nonresident

the 2005-2006 season were estimated at about $170 per

snowmobiler expenditures are part o f Montanas important

person. Differences may be attributed to more one-day trips

nonresident tourism industry. Like other “
basic”industries,

to bordering areas and the use o f ITRR expenditures for all

tourism brings new dollars into the state economy.

winter vacation visitors in 2013-2014.

Our estimates for total activity days provided the basis

Table 2 compiles total annual nonresident expenditures for

for estimating expenditures per day. We used spending per

each category, based on the estimate o f 97,000 nonresident

day, rather than per outing, because outings generally take

activity days. Nonresident snowmobilers spent about $14.3
million in Montana during the 2013-2014 snowmobile
season compared to $20.4 million in the 2005-2006 season
for daily personal expenses. About $3.2 million o f this went
for lodging, and another $2.1 million was spent in Montana
restaurants and bars. Montana snowmobile dealers received
about $2.6 million. Numbers for 2013-2014 are lower
because activity days are down and spending per day is lower.
Also the prevalence o f more nonresident border trips shows in

M ean
T otal d a ily
ex p e n d itu r e s

the lower gasoline purchases by nonresidents.

$107.53

$56.25

30.64

24 .50

100%

10.70

33.73

2 5 .0 0

76 %

19.10

Approximately 25 percent o f the nonresident spending

6.25

0.00

12 %

32.86

becomes direct labor income for Montanans —income earned

12.19

6.75

56%

21.77

2.09

0.0 0

6%

15.55

E n terta in m en t
an d r e cr e a tio n

10.96

0.00

8%

20.00

O th er re ta il

10.43

0.00

7%

27.52

G a s fo r
sn o w m o b ile s
G a s fo r
tra n sp o rta tio n
L od gin g
R esta u ra n ts,
ta v ern s, e tc .

$147.49

The impact o f nonresident snowmobile-related spending
can also be understood in terms o f jobs and income.

by people who work in lodging places, restaurants, taverns,
and other businesses that serve tourists. The remaining

G ro ce ry an d
co n v e n ie n ce
s to r e s

percentage is spent on items that must be imported into
Montana for sale such as groceries and clothing.
Overall, we estimate that nonresident snowmobilers
generate more than $3.6 million per year in labor income for
Montanans - or about 200 full- and part-time jobs during the
winter season.
Residents also spend money to snowmobile in Montana
but are not considered part o f the econom ic base since they
d o not bring new money into Montana. The BBER survey
o f residents’expenditures suggests that residents typically
don’
t incur lodging costs and spend less on eating and
drinking and other expenses. A majority o f residents don’
t
make expenditures in several o f the spending categories. As
Table 1 shows, residents’median expenditures were about
$56 per day, about 40 percent o f the comparable figure for
nonresidents. Residents spent about $26 per day during the
2005-2006 season.
Table 3 summarizes these expenditures. Residents spend

Table 1 shows that total mean expenditures for

about $57 million on trip expenditures, m osdy for gasoline,

nonresidents were about $147 per activity day. Nonresidents

and another $39 million on yearly expenses. More than 60

spent money in all categories, with the largest daily amount
for lodging. Other retail, restaurants, taverns, and snowmobile
dealers also received a portion o f the nonresident purchases.
Gasoline purchases for snowmobiles and transportation

percent o f yearly expenditures are spent on snowmobiles,
trailers, and maintenance. Resident expenditures in 20132014 doubled from the expenditures in 2005-2006. Much

Montana business Quarterly/WinteR 20 14

21

The results derived from expenditures were then used to

Table 3
Total Resident Snowmobiler Expenditures, Montana,
2005-2006 and 2013-2014

calculate the average amount o f gasoline used by a Montana
snowmobile in a year, and this average amount was multiplied
by the number o f privately owned snowmobiles. Estimates

20 05-20 06

2013-2014

$47,929,000

$9 6,293,000

T o ta l trip e x p e n d it u r e s

$26,775,000

$57,375,000

G a s f o r s n o w m o b ile s

12,750,000

24,990,000

estimate. Nonresident usage was calculated from a per-day

G a s f o r t r a n s p o r ta tio n

10,200,000

25 ,500,000

basis.

3,825,000

6,885,000

$21,154,000

$38,918,000

4,208,000

6,654,000

75 6,000

8 5 8,000

S n o w m o b ile c lo t h in g

3,400,000

7,049,000

Snowmobilers contributed about $1.2 million to Montanas

S a f e t y e q u ip m e n t

2,244,000

4,263,000

Highway Trust Fund in the 2013-2014 snowmobile season.

S n o w m o b ile r e p a ir a n d m a in t e n a n c e

6,222,000

16,940,000

108,000

84 ,000

4,216,000

3,070,000

T ota l r e s i d e n t e x p e n d it u r e s in M on ta n a

R e s ta u r a n ts , ta v e rn s, e tc .
T ota l y e a rly e x p e n d it u r e s
S n o w m o b ile s
S n o w m o b ile t r a ile r s

S n o w m o b ile r e g is t r a t io n a n d
l ic e n s i n g
O th e r y e a rly s n o w m o b ile e x p e n d it u r e s

o f gasoline usage from the expenditure data were also used.
Five permutations o f the data were averaged to arrive at the

Snowmobilers in Montana used about 4.3 million gallons
o f gas during the 2013-2014 snowmobile season compared
to 3.6 million gallons o f gas during the 2005-2006 season.

Key Issues
Our survey also offered an opportunity for respondents
to comment on what they thought was the most important
issue facing snowmobilers (Table 4). Access to areas where

Table 4
The Most Important Issue Facing Snowmobiling
1993-94
A c c e ss to
s n o w m o b ilin g a r e a s
Im pa ct on th e
e n v ir o n m e n t
S a fety & p e rso n a l
r e sp o n sib ility
O th e r

1997-98

2001-02

by residents. Nearly two out o f three respondents mentioned
20 05-06

20 13-14

43%

46%

40%

53%

62%

5%

10 %

9%

6%

3%

18%

20%

14%

16 %

12 %

8%

15%

36%

13%

6%

1

access issues. About 12 percent o f residents mentioned
safety, particularly personal responsibility. Limited access
in Yellowstone Park, a hot issue in 2005-2006, was barely
mentioned.

19 %

5%

1%

6%

Summary
Snowmobiling is a significant sport in the state, with

6%

Y e llo w s to n e pa rk
is s u e s
No resp on se

snowmobiling is permitted was the most frequently cited issue

18%

significant econom ic impacts. Nearly 57,000 snowmobiles
are registered in Montana. Residents used these snowmobiles

o f the increase is in spending for gasoline as resident

about 1.2 million days during the 2013-2014 season.

snowmobilers spend more days in the field, and prices are higher.

Nonresidents added another 97,000 days.

Gasoline Usage
Gasoline usage estimates are important because they
suggest tax amounts contributed to the state Highway Trust
Fund by snowmobilers. Under current legislation a portion o f
these revenues are returned to snowmobilers through the trail
grooming program.
We asked each respondent the average distance traveled on
a typical snowmobile outing. Resident snowmobilers travel an
average o f about 36 miles per day. Nonresidents travel about
85 miles per day on average.
We used several additional items on the questionnaire to
estimate and verify gas usage. Specifically, we asked questions

We estimate that nonresident snowmobilers spent more
than $14 million in Montana during the 2013-2014 winter
season, accounting for about 200 winter jobs. In addition,
residents spent about $96 million, more than half o f it on
gasoline.
We estimate that snowmobilers (resident and nonresident
alike) used about 3.6 million gallons o f gasoline for their
snowmobiles and paid about $1.2 million directly into
the Highway Trust Fund during the 2013-2014 season via
gasoline taxes.
Access to snowmobile areas is a concern for most resident
snowmobilers. □

about each working snowmobile a household owned,
including: how many days the snowmobile was used per year;

Jam es T. Sylvester is an econom ist a t U M s Bureau o f Business

how many miles per gallon the snowmobiled achieved; and

a n d E con om ic Research.

how many gallons o f gas it used each day.
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